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Posting of the Offer Document

On 28 July 2008, the boards of BAE Systems plc (“BAE Systems”’) and Detica Group plc
(“Detica™) announced that they had reached agreement on the terms of a recommended cash
offer for the entire issued and to be issued share capital of Detica (the “Offer”), to be made by
a wholly-owned subsidiary of BAE Systems, BAE Systems (Holdings) Limited (“BAE

Systems Holdings™).

BAE Systems Holdings is today posting to Detica shareholders (and, for information only, 1o
participants in the Detica Share Schemes) a document (the “Offer Document™), containing the
terms and conditions of the Offer, together with the relevant Form of Acceptance.

The Offer is open for acceptances until 1:00 pm (London time) on 28 August 2008.

BAE Systems Holdings is currently interested in 9,575,433 Detica Shares, representing 8.23
per cent. of Detica’s existing issued share capital. In addition, BAE Systems Holdings has
received irrevocable undertakings to accept the Offer from the directors of Detica in respect
of their entire holdings amounting to, in aggregate, 7,162,397 Detica Shares, representing
approximately 6.15 per cent. of Detica’s existing issued share capital.

If you hold Detica Shares in certificated form (that is, not through CREST), to accept the
Offer, please complete, sign and return the Form of Acceptance (which has been sent to you
together with the Offer Document) in accordance with the instructions thereon and set out in
the Offer Document as soon as possible and, in any event, so as to be received by Equiniti

Limited by 1:00 pm (London time) on 28 August 2008.

If you hold Detica Shares in uncertificated form (that is, through CREST), to accept the Offer,
please follow the procedures set out in the Offer Document so as to ensure that your TTE
instruction settles as soon as possible and, in any event, not later than 1:00 pm (London time)
on 28 August 2008. If you hold Detica Shares as a CREST sponsored member, you should
refer to your CREST sponsor as only your CREST sponsor will be able to send the necessary

' TTE instruction to CRESTCo Limited.

Unless otherwise defined in this announcement, capitalised words and phrases used in this
announcement shall have the same meanings given to them in the Offer Document.

Copies of the Offer Document are available for inspection during normal business hours on
any Business Day at the offices of Freshfields Bruckhaus Deringer LLP, 65 Fleet Street,

London, EC4Y 1HS, until the end of the Offer Period. ﬂ/‘/ g
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Enquiries
Deutsche Bank (financial adviser to BAE Systems) - 020 7545 8000

Anthony Parsons
Charles Bryant
Omar Faruqui

UBS {(corporate broker to BAE Systems) - 020 7568 0000

Philip Shelley
Chris Smith

This announcement does not constitute an offer or an invitation to purchase any securities.
The Offer will be made solely by means of the Offer Document and the acceptance forms
accompanying the Offer Document, which will contain the full terms and conditions of the
Offer including details of how it may be accepted.

Deutsche Bank is authorised under German Banking Law (competent authority: BaFin -
Federal Financial Supervising Authority) and regulated by the Financial Services Authority
Jor the conduct of UK business. Deutsche Bank is acting for BAE Systems and no one else in
connection with the Offer and will not be responsible to anyone other than BAE Systems for
providing the protections afforded to clients of Deutsche Bank nor for providing advice in
connection with the Offer.

UBS Limited is acting as sole corporate broker to BAE Systems and no-one else in connection
with the Offer and will not be responsible to any person other than BAE Systems for
providing the protections afforded to clients of UBS Limited nor for providing advice in
relation to the Offer, the contents of this document or any transaction, arrangement or other
matter referred 1o herein.

The availability of the Offer to Detica Shareholders who are not resident in the United
Kingdom may be affected by the laws of the relevant jurisdictions in which they are resident.
Persons who are not resident in the United Kingdom should inform themselves of, and
observe, any applicable requirements.

The Offer is not being made in or into, and is not capable of acceptance in or from any
Restricted Jurisdiction. Persons receiving this announcement and all documents relating to
the Offer, including custodians, nominees and trustees, should observe these restrictions and
should nort send or distribute documents in, from or into such jurisdictions as doing so may
invalidate any purported acceptance of the Offer.

The Offer will not be made, directly or indirectly, in or into and will not be capable of
acceptance in or from a Restricted Jurisdiction. Persons receiving this announcement and all
documents relating to the Offer, including custodians, nominees and trustees should observe
these restrictions and should not send or distribute documents in, from or into such
Jurisdictions as doing so may invalidate any purported acceptance of the Offer.

Dealing disclosure requirements
Under the provisions of Rule 8.3 of the City Code, if any person is, or becomes, “interested”
(directly or indirectly) in 1 per cent. or more of any class of “relevant securities” of Detica,

all “dealings” in any “relevant securities” of Detica, (including by means of an option in
respect of, or a derivative referenced to, any such “relevant securities”) must be publicly
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disclosed by no later than 3.30 pm (London time) on the London business day following the
date of the relevant transaction. This requirement will continue until the date on which the
Offer becomes, or is declared, unconditional as to acceptances, lapses or is otherwise
withdrawn or on which the “offer period” otherwise ends. If two or more persons act
together pursuant to an agreement or understanding, whether formal or informal, to acquire
an “interest” in “relevant securities” of Detica, they will be deemed to be a single person for
the purpose of Rule 8.3.

Under the provisions of Rule 8.1 of the Ciry Code, all “dealings” in “relevant securities” of
Detica by BAE Systems or Detica, or by any of their respective “associates”, must be
disclosed by no later than 12.00 noon (London time) on the London business day following
the date of the relevant transaction.

[E TS

A disclosure table, giving details of the companies in whose “relevant securities” “dealings”
should be disclosed, and the number of such securities in issue, can be found on the Takeover
Panel’s website at www.thetakeoverpanel.org. uk.

“Interests in securities” arise, in summary, when a person has long economic exposure,
whether conditional or absolute, to changes in the price of securities. In particular, a person
will be treated as having an “interest” by virtue of the ownership or control of securities, or
by virtue of any option in respect of, or derivative referenced to, securities.

Terms in quotation marks are defined in the City Code, which can also be found on the
Panel’s website. If you are in any doubt as to whether or not you are required to disclose a
“dealing” under Rule 8, please contact an independent financial adviser authorised under the
Financial Services and Markets Act 2000, consult the Panel's website at
www. thetakeoverpanel.org.uk or contact the Panel on telephone number +44 (0) 20 7638
0129; fax +44 (0) 20 7236 7013.

Notice to US holders of Detica Shares

The Offer is being made for the securities of a UK company and is subject to UK disclosure
requirements, which are different from those of the United States. The financial information
included in this document has been prepared in accordance with accounting standards
applicable in the United Kingdom and thus may not be comparable to financial information
of US companies or companies whose financial statements are prepared in accordance with
generally accepted accounting principles in the United States. The Offer will be made in the
United States pursuant to applicable US tender offer rules and otherwise in accordance with
the requirements of the City Code. Accordingly, the Offer will be subject to disclosure and
other procedural requirements, including with respect to withdrawal rights, offer timetable,
settlement procedures and timing of payments that are different from those applicable under
US domestic tender offer procedures and law.

The receipt of cash pursuant to the Offer by a US holder of Detica Shares may be a taxable
transaction for US federal income tax purposes and under applicable state and local, as well
as foreign and other tax laws. Each holder of Detica Shares is urged to consult his
independent professional advisor immediately regarding the tax consequences of acceptance

of the Offer.

It may be difficult for US holders of Detica Shares to enforce their rights and any claim
arising out of the US federal securities laws, since BAFE Systems and Detica are located in a
non-US country, and some or all of their officers and directors may be residents of a non-US
country. US holders of Detica Shares may not be able to sue a non-US company or its officers
or directors in a non-US court for violations of the US securities laws. Further, it may be
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difficult to compel a non-US company and its affiliates to subject themselves to a US court’s
judgement.

In accordance with normal UK practice and pursuant to exemptive relief from the US
Securities and Exchange Commission, BAE Systems or its nominees, or its brokers (acting as
agents), may from time to time make certain purchases of, or arrangements to purchase,
Detica Shares outside the United States, other than pursuant to the Offer, before or during the
period in which the Offer remains open for acceptance. Also, in accordance with Rule 14e-
5(b) of the US Exchange Act, Deutsche Bank and UBS will continue to act as exempt market
makers in Detica Shares on the London Stock Exchange. These purchases may occur either
in the open market at prevailing prices or in private transactions at negotiated prices. Any
information about such purchases will be disclosed as required in the UK, will be reported to
a Regulatory Information Service of the UK Listing Authority and will be available on the
London Stock Exchange website, www.londonstockexchange.com.
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Results in brief

035 1) A T} 37, Sixmonthsto Six months to
Results from continuing operations . 30 June 2008 30 June 2007
Sales' popb UE R TER AT £7,751m £6,891m
EBITA’ ST £881m £700m
Operating profit , £789m £643m
Underlying earnings’ per share 17.5p 15.3p
Basic earnings per share* 16.7p 15.3p
Order book’ £41.1bn £31.7bn
Other results including discontinued operations
Interim dividend per share 5.8p 5.0p
Cash (outflow)/inflow from operating activities £(387)m £165m
Net (debt)/cash as defined by the Group £(708)m £1,266m
Highlights

— Sales' growth of 12%

- EBITA? up 26% at £881m, including £61m profit on disposal of Surveillance and Attack business
— Underlying earnings’ per share increased by 14%

— Interim dividend increased 16% to 5.8p per share

— Acquisitions of MTC Technologies and Tenix Defence completed

Outlook
Building on the first half performance, the previously anticipated growth outlook for 2008 as a whole is expected
to benefit further from the current high demand for armoured wheeled vehicles to meet operational requirements.

We anticipate a return to operating cash inflow in the second half year.

I including share of equity accounted investments

2 earnings before amortisation and impairment of intangible assets, finance costs and taxation expense

3 earnings excluding amortisation and impairment of intangible assets, and non-cash finance movements on pensions and financial
derivatives (see note 4}

4 basic earnings per share in accordance with International Accounting Standard 33

5 including share of equity accounted investments’ order books and after the elimination of intra-group orders of £1.3bn (2007 £1.4bn)

Cautionary statement

All statements other than statements of historical fact included in this document, including, without limitation, those
regarding the financial condition, results, operations and businesses of BAE Systems and its strategy, plans and objectives
and the markets and economies in which it operates, are forward-looking statements. Such forward-looking statements,
which reflect management's assumptions made on the basis of information available to it at this time, involve known and
unknown risks, uncertainties and other important factors which could cause the actual results, performance or achievements
of BAE Systems or the markets and economies in which BAE Systems operates to be materially different from future
results, performance or achievements expressed or implied by such forward-looking statements. Nothing in this document
shall be regarded as a profit forecast. BAE Systems plc and its directors accept no liability to third parties in respect of this
document, save as would arise under English law. Accordingly, any liability to a person who has demonstrated reliance on
any untrue or misleading statement or omission shall be determined in accordance with section 90A of the Financial
Services and Markets Act 2000.
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In the first half of 2008, BAE Systems has continued to deliver robust performance across its operations
and to make good progress on the Group’s strategy.

Headline sales' growth in the six month period was 12%. On a like-for-like basis sales' reduced by 3% as
sales this year have a strong second-half bias. We continue to expect good organic growth for the year as a
whole. Growth in EBITA? on a like-for-like basis increased by almost 9%, supporting the Group’s
enhanced outlook. There was a cash outflow from operating activities of £387m in the first six months.

Orders for further mine protected vehicle and other land systems contracts have enhanced the Group’s outlook
for 2008. Notwithstanding budget pressures in many defence markets, BAE Systems’ large order book, together
with realistic planning assumptions, provide confidence in the outlook for the Group.

The Group is benefiting from customers prioritising the provision of equipment and capability to their armed
forces engaged in overseas operations. Most notably, strong growth has again been achieved in the land systems
sector.

Having identified substantial opportunities in the land systems market, the Group has successfully implemented
a strategy that has grown its position in that market from a business with less than $1 billion in sales in 2004 to a
business with annualised sales in excess of $10 billion today. Organic growth of 28% was achieved in the Land
& Armaments business in the first half year.

In addition to the strong growth in its US operations, progress continues to be made in growing the Group’s
business in our other home markets, including through acquisitions. Two such acquisitions, MTC Technologies,
Inc. and Tenix Defence, were completed in June 2008 for a combined consideration of approximately £0.5
billion.

The acquisition of MTC Technologies in the US is an important step in addressing opportunities to grow in the
US readiness and sustainment market, complementing the substantial and growing support activities in our home
markets of the UK, Australia and Saudi Arabia.

In Australia, the acquisition of Tenix Defence more than doubles BAE Systems’ presence in that market. The
acquired business will be integrated with the existing operations of BAE Systems Australia. The two
organisations are an excellent fit and will deliver enhanced capabilities in the air, land and sea sectors. The
transaction establishes the Group as the largest in-country defence supplier to the Australian Defence Force, with
over 5,500 people and with current annual sales in excess of A$1.2 billion (£561m).

In June 2008, following the UK government’s commitment to the manufacturing contract for the Future Aircraft
Carrier programme, BAE Systems and VT Group signed a legally binding agreement to form a surface
shipbuilding and naval support joint venture company. The joint venture was formed on 1 July 2008 and
combines the BAE Systems Surface Fleet Solutions business with VT Group’s surface warship building and
naval support businesses, including the jointly held interests in Fleet Support Limited.

The sale of the US Surveillance and Attack business was completed in the period, generating a profit on disposal
of £61m.

On 28 July 2008, BAE Systems announced a recommended offer to acquire the entire share capital of Detica
Group plc, valuing the business at £538m, including assumed net debt.

With implementation of its home market strategy progressing, the Group is also pursuing opportunities to
establish an industrial presence in additional markets. Discussions with potential partners in India are maturing.

In May 2008, BAE Systems welcomed the publication of the Woolf Committee Report. In July 2008, the Group
published its programme for implementation of the findings of the Report with a view to positioning BAE
Systems as a leader in standards of ethical business conduct among global companies.



effect from 1 September 2008. Mike Turner retires from the Company at the end of August having served 42
years, including leading BAE Systems as Chief Executive for the past six years. lan King is currently Chief
Operating Officer, with responsibility for the Group’s UK/Rest of World businesses, and has been a director of
the Company since January 2007,

Two new non-executive directors have been appointed to the BAE Systems Board, with Ravi Uppal joining in

April and Carl Symon in June. Peter Weinberg retired from the Board at the Company’s Annual General

Meeting held in May.

We continue to have excellent forward visibility in the business from the £41.1 billion order book.

Summarised income statement from continuing operations

Six months to

Six months to

30 June 2008 30 June 2007

Unaudited Unaudited

£m £m

Sales' 7,751 6,891
EBITA® 881 700
Amortisation {102) (50)
Net financial income' 30 31
Taxation expense' {210) (180)
Profit for the period 599 301
Basic earnings per share’ 16.7p 15.3p
Underlying earnings* per share 17.5p 15.3p
Dividend per share 5.8p 5.0p

Exchange rates

Six months to

Six months to

30 June 2008 30 June 2007
£/€ — average 1.291 1.482
£/$ - average 1.975 1.970
£/€ — period end 1.264 1.486
£/$ - period end 1.989 2.007
Segmental analysis
Sales' EBITA?

Six months to Six months to Six months to  Six months to
30 June 2008 30 June 2007 30 June 2008 30 June 2007

Unaudited Unaudited Unaudited Unaudited

£m £m £m £m

Electronics, Intelligence & Support 1,959 1,958 259 193
Land & Armaments 2,595 1,201 241 117
Programmes & Support 1,917 2,354 191 231
International Businesses 1,397 1,550 219 221
HQ & Other Businesses 113 124 (29) (62)
Intra-group (230) (296) - -
7,751 6,891 881 700

Sales!

In the first half, sales' from continuing operations increased by 12% to £7,751m (2007 £6,891m). After adjusting
for the impacts of exchange translation and acquisitions and disposals, sales reduced by 3%. Sales in 2008 are
expected to have a strong second half bias. In the first half of 2008, the Armor Holdings business, acquired in
July 2007, contributed sales’ of £1,042m.

EBITA”
EBITA?® increased 26% to £881m (2007 £700m). The sale of the Surveillance and Attack business for $231m
(£118m) cash was completed in the period, generating a profit on disposal of £61m. Excluding this disposal gain,



contributed EBITA*of £117Tm.
Net financial income’

Net financial income, including the Group’s share of the net financial income of equity accounted investments,
was £30m (2007 £31m). The underlying interest charge of £32m (2007 £20m) was reduced by a net credit of

£62m (2007 £51m) arising from pension accounting, marked-to-market revaluation of financial instruments and
foreign currency movements.

Taxation expense’
The Group’s effective tax rate for continuing operations for the period was 26% (2007 26%).

Earnings per share
Underlying earnings® per share from continuing operations for the period increased by 14% to 17.5p compared
with 2007 (15.3p).

Basic earnings per share in accordance with IAS 33 Earnings per Share, from continuing operations, increased
by 9% to 16.7p (2007 15.3p).

Dividend
The Board has declared an interim dividend of 5.8p per share (2007 5.0p), representing an increase of 16%.

Retirement benefit obligations

The net effect of worse than expected investment returns, an increase in real discount rates and the inclusion of
an allowance for a minimum rate of future annual improvements in the mortality assumption has resulted in the
Group’s share of the pension deficit increasing to £2,247m from £1,570m at 31 December 2007 after allocation
to equity accounted investments and other participating employers. Further disclosure on the above is provided
in note 5 of this report.

Reconciliation of cash flow from operating activities to net (debt)/cash

Six months to Six months to

30 June 2008 30 June 2007

Unaudited Unaudited

£m £m

Cash (outflow)/inflow from operating activities (387) 165
Capital expenditure (net) and financial investment (216) (82)
Dividends received from equity accounted investments 17 41
Operating business cash (outflow)/inflow (586) 124
Interest and preference dividends 29 29
Taxation {160) (43)
Free cash (outflow)/inflow (775) 52
Acquisitions and disposals (384) 75
Debt acquired on acquisition of subsidiaries 32) -
(Purchase)/issue of equity shares (net) (19) 604
Equity dividends paid (274) (221)
Preference share conversion - 242
Other non-cash movements 51 6
Foreign exchange 7 50
Movement in cash on customers’ account’ 18 23
(1,408) 831

Opening net cash as defined by the Group 700 435
Closing net (debt)/cash as defined by the Group (708) 1,266

Analysed as:
Term deposits — non-current - 4
Term deposits — current 2 134
Cash and cash equivalents 1,712 3,856
Loans — non-current 2,112) (2,407)
Loans — current (280)

(255)
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Loans and overdrafis — current (298) (282)
Cash on customers’ account’ (included within payables) (12) (39)
Closing net (debt)/cash as defined by the Group (708) 1,266

Operating business cash flow

Six months to

Six months to

30 June 2008 30 June 2007
Unaudited Unaudited
fm £m
Electronics, Intelligence & Support 28 95
Land & Armaments 84 (47
Programmes & Support 134 184
International Businesses {739) 26
HQ & Other Businesses 93) (134)
(586) 124

Cash flows

Cash outflow from operating activities was £387m (2007 inflow £165m), which includes £94m (2007 £66m) of
additional contributions into the UK pension schemes. These outflows were primarily as a result of working
capital build-up in Land & Armaments ahead of higher second-half sales volumes and utilisation of advances on
a number of export contracts, in particular on the Saudi Arabia Salam programme.

There was an outflow from net capital expenditure and financial investment of £216m (2007 £82m), including
incremental investments made in the new residential and office facilities, and the industrialisation programme in
the Kingdom of Saudi Arabia.

Dividends from equity accounted investments, primarily Evrofighter GmbH and Saab, amounted to £17m (2007
£41m).

The resulting operating business cash outflow of £586m (2007 inflow £124m) gave rise to free cash outflow,
after interest, preference dividends and taxation, of £775m (2007 inflow £52m).

Net cash outflow from all acquisitions and disposals (note 9) was £384m (2007 inflow £75m). On 9 June 2008,
the Group acquired MTC Technologies, Inc., for $367m (£184m). On 27 June 2008, the Group acquired Tenix
Defence, for A$689m (£325m). Disposal of the Group's investment in the Surveillance and Attack business in
the period gave rise to a cash inflow of $231m (£118m).

The Group’s net debt at 30 June 2008 was £708m (2007 net cash £1,266m), a net outflow of £1,408m from the
net cash position of £700m at the start of the vear.

Critical accounting policies

The Group’s critical accounting policies are detailed in the Annual Report 2007, a copy of which is available on
the Group’s website at www.baesystems.com. These include:

— contract revenue and profit recognition;

- retirement benefit plans;

- intangible assets; and

- regional aircraft valuations.

Principal risks

The principal risks facing the Group for the remaining six months of the year are unchanged from those reported
in the Annual Report 2007.

These risks, together with the Group’s risk management process, are detailed on pages 44 to 50 of the above
report and relate to the following areas:

- defence spending;

— fixed-price contracts;

— global market;

— export controls and other restrictions;

- competition;
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- pension funding;

— acquisitions;

- regional aircraft;

— laws and regulations; and

- exchange rates.

1 including share of equity accounted investments

2 earnings before amortisation and impairment of intangible assets, finance costs and taxation expense

3 basic earnings per share in accordance with International Accounting Standard 33

4 earnings excluding amortisation and impainment of intangible assets, and non-cash finance movements on pensions and financial
derivatives (see note 4)

5 cash on customers’ account is the unexpended cash received from customers in advance of delivery which is subject to advance
payment guarantees unrelated to Group performance

Electronics, Intelligence & Support

The Electronics, Intelligence & Support business group, with 33,000 employees' and headquartered in the US, is
a provider of defence and aerospace systems, sub-systems and services and comprises two operating groups:
Electronics & Integrated Solutions and Customer Solutions.

Six months to Six months to Year to

30 June 2008 30 June 2007 31 December 2007

Unaudited Unaudited Audited

Sales' £1,959m £1,958m £3,916m
EBITA? £259m £193m £429m
Return on sales 13.2% 9.9% 11.0%
Cash inflow® £28m £95m £302m
Order intake’ £2,050m £1,969m £4,178m
Order book’ £3.6bn £3.3bn £3.5bn

In the first hatf of 2008, Electronics, Intelligence & Support achieved EBITA® of £259m (2007 £193m) on sales'
of £1,959m (2007 £1,958m) and generated an operating cash inflow® of £28m (2007 £95m).

On a like-for-like basis, sales growth was 3% over 2007. The disposal of the Surveillance and Attack business in
February 2008 generated a gain of £61m. This business had sales of $67m (£33m) for the year to 31 December
2007.

Electronics & Integrated Solutions (E&IS)

E&IS designs, develops, and produces electronic systems and sub-systems for a wide range of military and
commercial applications, focusing on four primary capabilities: electronic warfare, avionics and controls, sensor
systems, and network systems.

In electronic warfare, E&IS delivered its 1,400th Common Missile Warning System and received additional
orders valued at $138m (£69m) from the US Army. JETEYE™, the commercial version of the infrared
countermeasures system to protect against shoulder-fired missiles, began a nine-month performance evaluation
aboard passenger aircraft in July 2008.

In avionics and controls, the HybriDrive® propulsion technology on more than 1,000 hybridrive powered buses
in North America has prevented the release of about 50,000 tons of carbon dioxide emissions. In London,
performance trials of a double-decker hybrid electric bus are targeted for the third quarter of 2008.

The sensor systems business received a $169m (£85m) US Army contract for continued production of thermal
weapon sights. The programme has a production rate of more than 1,500 units per month and more than 27,000
units have been delivered to date. In May, a $60m (£30m) order to provide thermal imaging modules for the US
Army’s Common Remotely Operated Weapon Station was secured, allowing soldiers to detect and identify
targets while remaining protected in their vehicles. The award is the first phase of a five-year contract.



Radio System '(JTRS). With this award, BAE System§ is now a partner on all four JTRS programmes, the family
of software-programmable tactical radios that will permit combat personnel to communicate at every level of
command.

E&1S was selected by the US Army Research Laboratory to lead a university and industry team to develop
micro-autonomous systems and technology for the US military. The five-year programme seeks to develop bio-
inspired, miniature intelligence-gathering robots for use in urban and complex terrain.

Customer Solutions
The Customer Solutions operating group comprises three businesses: BAE Systems Information Technology
(IT); Technology Solutions & Services (TSS); and BAE Systems Ship Repair.

During the first half of 2008, BAE Systems IT won a number of opportunities worth more than $350m (£176m),
including 99% of programme recompetes worth more than $210m (£106m). Services provided under these
contracts include IT infrastructure engineering and operational support, application development, information
assurance, and analytical services. BAE Systems IT also won positions on four multiple award indefinite
delivery/indefinite quantity contracts, including a position on the Defense Information Systems Agency’s Encore
Il contract. As a prime contract holder on these contracts, BAE Systems IT will be among a select group of
companies competing for individual task orders with an expected value of more than $375m (£189m).

In the first half of 2008, TSS secured a position as one of four prime contractors on the Joint Improvised
Explosive Device Defeat Organization programme worth up to $450m (£226m) to provide integrated analysis
services, subject matter expertise and programme support. TSS won a contract from the US Navy to provide
integration of C41* capabilities aboard new construction ships over the next five years; the award includes three
one-year options with a potential value of $344m (£173m).

In June 2008, the acquisition of MTC Technologies, Inc. was completed and integration is underway.

At Ship Repair, work is underway on a $75m (£38m) contract to maintain, repair and modernise the guided
missile cruiser USS Bunker Hill in San Diego. Work also continues on a five-year multi-ship multi-option
contract to maintain and repair all Arleigh Burke-class destroyers. In the first half of 2008, Ship Repair secured a
post-shakedown availability contract for destroyers worth $110m (£55m) and a multi-ship multi-option award
worth $50m (£25m) for repairs to Mine Countermeasures Ships.

Looking Forward

The sector is expected to deliver future growth at a rate in excess of Department of Defense defence spending
based upon the business strategy, strong technical discriminators, research and development investment, and
customer relationships.

Land & Armaments

The Land & Armaments business group, with 20,900 employees' and headquartered in the US, is a leader in the
design, development, production and through-life support and upgrade of armoured combat vehicles, tactical
wheeled vehicles, naval guns, missile launchers, artillery systems, intelligent munitions, and survivability and
protection systems.

Six months to Six months to Year to

30 June 2008 30 June 2007 31 December 2007

Unaudited Unaudited Audited

Sales' £2,595m £1,201m £3,538m
EBITA® £241m £117m £312m
Return on sales 9.3% 9.7% 3.8%
Cash inflow/(outflow)’ £84m £(47)m £10m
Order intake' £3,262m £1,380m £4,535m
Order book' £7.9bn £5.0bn £7.3bn




(2007 £1,201m) and geherated an operating cash inflow’ of £84m (2007 outflow £47m).

On a like-for-like basis, sales growth was 28% over 2007. In the first half of 2008, the Armor Holdings business,
acquired in JTuly 2007, contributed sales' and EBITA? of £1,042m and £117m respectively.

United States
In the first half of 2008, contracts were secured for the refurbishment and upgrade of Bradley, M&8 Hercules

improved recovery vehicles and M 113 fighting vehicles totatling $0.9 billion (£0.5 billion).

Follow-on awards for Mine Resistant Ambush Protected (MRAP) wheeled vehicles, totalling $0.9 billion (£0.5
billion) have been received in 2008. Delivery of these vehicles will be largely completed in the current year.

In June 2008, Land & Armaments won a contract to supply up to 10,400 Family of Medium Tactical Vehicles
(FMTYV), worth up to $2.2 billion (£1.1 billion). An initial $1.7 billion (£0.9 billion) of order intake has been
recorded.

In other vehicle programmes, Land & Armaments was selected in December 2007 as the prime contractor for up
to 2,500 Medium Mine Protected Vehicles (MMPV). To date 131 vehicles have been ordered ($121m (£61my)).

In armaments, the business completed the first fully integrated Non-Line-of-Sight Cannon prototype and the
vehicle was displayed in Washington DC in June 2008.

In naval guns, Land & Armaments began production of the first four Advanced Gun Systems at the Group’s
facility in Cordova, Alabama. The guns will be installed on the US Navy’s first two Zumwalt class (DDG 1000)
destroyers.

In May 2008, the US Coast Guard conducted preliminary acceptance of its first National Security Cutter, }
Bertholf, which features the 57mm Mk 110 gun system. This is the first gun system produced by BAE Systems {
for service with the US Coast Guard.

United Kingdom
In the UK, Land & Armaments is bidding on the Future Rapid Effect System (FRES) programme competing for
the vehicle integrator role on the Utility Vehicles and the Specialist Vehicles.

Continued demand from Urgent Operational Requirements arising from the British Army’s operations in
Afghanistan and Iraq has resulted in additional work supporting Warrior, Bulldog (FV430) and CVR(T)
vehicles.

The demand for the M777 lightweight howitzer continues with a new US order for 87 guns and down-selection
in both Canada and Australia.

In munitions, the long-term partnering agreement with the UK Ministry of Defence (MoD) for munitions
acquisition and capability s in the final stages of the approval process.

Following discussions with the customer, a revised programme for the delayed UK Terrier armoured tractor
programme has been agreed.

South Africa

A demanding 2008 production schedule for 184 RG31 MRAP vehicles was met, with deliveries made to
schedule to the prime contractor, General Dynamics. This resulted in an order for a further 111 RG31 vehicles.
The business has continued to develop its systems capability with the £7m acquisition of South African turret
and fire control business, IST Dynamics, expected to complete in the second half of the year.

Sweden

In the area of intelligent munitions for artillery and mortar systems, the GPS-guided 155mm artillery ammunition
is now fielded and has performed extremely well. There are ongoing discussions with the Swedish and
Norwegian governments regarding serial production of the 155mm Archer Artillery System.
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Land & Armaments continues to benefit from operational requirements in Iraq and Afghanistan, especially in the
wheeled vehicle market. With the integration of the Armor Holdings business complete, current sales growth is
being driven from these operational requirements.

Programmes & Support
The Programmes & Support business group, with 29,400 employees', comprises the Group’s UK-based air and
naval activities and the Integrated System Technologies business.

Six months to Six months to Year to

30 June 2008 30 June 2007 31 December 2007

Unaudited Unaudited Audited

Sales' £1,917m £2,354m £5,327m
EBITA? £191m £231m £456m
Return on sales 10.0% 9.8% 8.6%
Cash inflow’ £134m £184m £807m
Order intake' £1,711m £2.553m £9,091m
Order book' £20.7bn £17.3bn £20.9bn

In the first half of 2008, Programmes & Support achieved EBITA? of £191m (2007 £231m) on sales' of £1,917m
(2007 £2,354m) and generated an operating cash inflow” of £134m (2007 